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Foreword 


The security of a bond lies in the ability of 
the debtor to pay it. 

The purchase of bonds on a large scale is and 
for many years has been a function of the Bond 
Department of The Anglo & London Paris Na- 
tional Bank. That the bonds, which this institu- 
tion has purchased and recommended to others, 
have proven perfect investment securities is due 
to the fact that we have made purchases of and 
recommended to others only those bonds which 
the debtors were able to pay. 


We have drawn a sharp line between willing- 
ness to pay and ability to pay; between a debtor’s 
good intentions based on hope and his ability to 
pay. , 

Successfully to make this distinction is not a 
matter of chance or good luck. It is based on 
knowledge acquired carefully and, above all, 
without prejudice either for or against the 
security involved. 

In the course of years, during which the Bond 
Department of The Anglo & London Paris Na- 
tional Bank has acquired a leading position in 
the field of Irrigation District Finance, we have 
actually seen develop an absolutely new type of 
rural life and enterprise. We knew that the 
new type was successful. From whatever angle 
we approached it, this fact stood out—that the 
irrigation farmer enjoyed a vastly greater ability 
to pay than had his predecessor, the dry farmer ; 
or his contemporary of today who has not yet 
brought his land under irrigation. 

We knew this ultimate fact, but we realized 
that we did not know the multitude of individ- 
ual facts back of it. We know now. 








This book, we hope, will be something more to 
the reader and to the public generally than a 
mere bond circular or advertisement. 

It is the record of an agricultural revolution. 

It is a record of fact so startling and thought 
compelling as to warrant the interest of every 
one. 

T'o the Western business man it will indicate 
the vast possibilities only at the beginning of 
their development on the Pacific Coast. 

To the farmer it will be a handbook by which 
he can estimate his progress. 

To the investor, Eastern or Western, it will 
vive those essential facts on which he can measure 
intelligently the value of his securities—The 
ability of the debtor to pay. 

Two further considerations should. be noted 
here. 

First: The record which follows is the record 
of two irrigation districts, Modesto and Turlock. 
These have been chosen, not because they are 
exceptional, but because they are typical and 
because they have had time to progress farther 
than most other districts. 

Second: The facts and figures herein are not 
rough approximations or the flights of fancy of 
a writer of advertisements, nor are they a record 
of hopes for the future. 

The Bond Department of The Anglo & London 
Paris National Bank wanted facts and to that 
end it employed services of two men, trained to 
a study of facts and to a study of agricultural 
facts in particular. 

Mr. R. L. Adams, Professor of. arm Manage- 
ment, College of Agriculture, University of Cali- 
fornia, and Mr. W. W. Bedford, Special Investi- 
gator, have spent many months in an intensive 
study of these two districts. Guesswork has 
been eliminated and in its stead we have exact 
information. 


The Modesto District 
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In Stanislaus County, California, 
one of the first California districts 
to form under the Wright Act, is 
in the lower San Joaquin Valley 
about 90 miles southeast from San 
Francisco,and directly on the inter- 
ior route from San Francisco 


to Los Angeles. 
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Brief Description of the District 


HE Modesto Irrigation District 

comprises 81,183 acres, bounded, 
‘| roughly, on the north by the Stanis- 
laus River, on the west by the San 
Joaquin River, on the south by the 
Tuolumne River, and on the east by 
survey lines arbitrarily selected by soil 
and contour conditions. The district is 
about 23 miles at its greatest length, about 
10 miles at its greatest width, both length 
and breadth varying with the tortuous 
windings of the stream channels. The 
Modesto district is a part of the vast val- 
ley floor of the Great Interior Valley—the 
combined Sacramento and San Joaquin 
Valleys—an empire 50 miles by 380 miles, 
bordered by the towering Sierras on the 
east, and by the massive Coast Range on 
the west, the convergence of these ranges 
marking the north and south boundaries. 
The Modesto district claims a rightful 
place in a wonderful valley of many soil 
types, watered by many streams, as yet 
but thinly peopled, and wealthy in its un- 
developed farming possibilities. 


Soil Conditions 


Typical of the entire San Joaquin Valley, 
various soil types are represented and in- 
termingled in the Modesto district. In 
eeneral, however, there are nine rather dis- 
tinct types, known technically as— 


Madera and San Joaquin sandy loams, 
undifferentiated. 


Oakdale sandy loams. 

Fresno fine sandy loam (brown phase). 

Madera loam. 

Oakley and Fresno sands, undifferen- 
tiated. 

Hanford loam. 

Yolo loam. 

Fresno sandy loam. 

Fresno loam. 


To one not acquainted with the govern- 
ment method of classifying soils, these de- 
scriptions mean that the locality is made 
of several distinct soil types varying in 
texture, one with another, so that in a body 
of 80,000 acres, as one would think, many 
gradations occur, some classifying from an 
agricultural viewpoint, as specially desir- 
able deep, sandy loams, easily worked, re- 
tentive of moisture, strong producers, fer- 
tile, level and eagerly sought for. From 
these lands other less desirable types occur 
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as streaks or isolated areas, as a result of 
the early conditions under which the land 
was laid down. Here may be found occa- 
sionally hardpan or alkali or uneven 
topography. 

Classified in this way we find the totals 
roughly estimated to range about: 


Hspecially high-class farm Acreage Percentage 


POPS Wek eerste e 26,624 acres 33 
OO Tarvin wandG. = sa oss es 45,334 acres, 956 
Paik Porm ata ssn. 3 0,040 acres 6 


Poor farm lands— 
Because of alkali.. .3,325 





POOR SO cee aac. 860 4,185 acres D 
Seale hectare a tee Pe 81,183 acres 100 


Brief History of the Modesto 


Irrigation District 


In 1887 the people of what is now the 
Modesto district, voted to accept the pro- 
visions of the Wright Act and to forthwith 
pool their resources for the purpose of de- 
veloping irrigation water. Decreasing 
yields of the limited number of crops pos- 
sible under dry-farming methods—these 
being principally wheat and barley for this 
section—were fast reaching a point of little 
or rio profit. Land which in its virgin state 
had produced annual crops of high yields 
had become, under constant farming, in- 
creasing costs of production, and keener 
competition, so reduced in_ possibilities, 
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that realization was forced upon the sec- 
tion of the necessity of doing something 
radical. 


All in the district were by no means con- 
vineed that the solution was to be found 
in irrigation, so we find the records replete 
with wranglings, discussions, legal pro- 
ceedings, protests, charges, and counter 
charges. 

But it all came eventually to an end, 
differences were sufficiently adjusted to 
permit progress being made, the financial 
backing was arranged for, construction 
started, so that by 1904 water was avail- 
able and delivered to 7,000 acres of land. 


Since 1904, construction has gone 
steadily forward until in 1919 the district 
possessed 152 miles of canals and 44 miles 
of drainage system, delivering water to 
29,000 cropped acres. 

Out of the remainder, 7,000 acres is re- 
served and required for highways, roads, 
canals, ditches, buildings, and rights of 
way, 16,000 acres more enjoying the bene- 
fits of seepage, produces heavy yields of 
crops without the necessity of actually ap- 
plying water to the land. 


Construction still continues, concrete 
structures are replacing those of less dur- 
able material, community ditches are being 
taken over while plans have been com- 
pleted for launching the Don Pedro irriga- 
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tion project which, it is expected, will 
double the water supply of the district, and 
include a power plant to furnish light and 
power for farmers and other assessment 
payers. 


It is worthy of note in this connection 
that these Irrigation Districts have done 
something municipalities seldom do. The 
Modesto Irrigation District has taxed it- 
self more than enough to pay the interest 
and to redeem its bonds as they fall due, 
and to pay for the maintenance and opera- 
tion of its irrigation system. This surplus 
that it has raised by direct assessment it 
has put into improvements and construc- 
tion which add to the capital value of its 
plant and the security back of its bonds. 


The Modesto District expended for per- 
manent improvements since organization, 
and prior to the year 1911, the sum of $233,- 
000; from 1911 to 1917, $401,050; 1918, 
$63,709.23; 1919, $107,646.10; 1920, $99,- 
340.71; making a grand total of $904,746.04. 


During the same period the interest 
charges of the District amounted to about 
$1,500,000 on bond indebtedness amounting 
to about $2,200,000. Therefore, the farm- 
ers of the district had they not made these 
improvements, without any greater tax bur- 
den might have paid 60% higher interest; 
or, had they diverted these sums to the im- 
mediate retirement of bonds, they could 
have retired about 40% of them. 
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The change from dry farming to irriga- 
tion farming took time. Land had to be 
ditched and checked for handling the water, 
large holdings cut up, new buildings 
erected, new fences put up, new roads con- 
structed, more farmers brought in. Farm- 
ers accustomed to dry farming methods 
had to learn new crop methods and how to 
handle the water. Time had to elapse to 
permit the planting, caring for, and bring- 
ing to the productive stage of perennial 
crops—alfalfa, peaches, grapes, prunes, 
figs and other fruits. 


A study of the development of the dis- 
trict is most interesting. 

In the following pages a brief account 
is presented of what has happened in this 
district as a result of applying water to 
the soil of the section, and the unlocking 
thereby of great potential agricultural pos- 
sibilities. 

For purposes of convenience, three 
rather separate periods may be recognized: 

(a) The pre-irrigation period. 

(b) The construction period. 

(c) The post-irrigation period. 


In this discussion the following years 
have been rather arbitrarily chosen: 

(a) For the pre-irrigation period the 
years 1890 to 1900, inclusive. This was a 
period of farming without water and under 
conditions less productive than had been 
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the case in the past. It does, however, 
represent the period of declining yields 
which finally resulted in the formation of 
the district. 

(b) The years 1901 to 1915 represent the 
constructive period—a time of reorganiza- 
tion and readjustment, a time of subdivi- 
sion, of experimenting with new crops, of 
learning new methods; a time of planting 
out alfalfa, vines and fruit trees from 
which returns could not be expected prior 
to the lapse of several years; a time of 
transition from barley, wheat and other 
field crops to dairying, hogs, and poultry ; 
a time of establishing new markets and 
industries to properly prepare the farm 
products for disposal—creameries, can- 
neries, stock buyers and warehouses. 


(c) The years 1915 to 1919, inclusive, 
have been chosen to represent the post-irri- 
vation period, because enough years are 
included on the one hand to insure an idea 
of average production after the district 
was pretty well established and, on the 
other, to avoid using the relatively high 
prices of the last year or two. 


In this study, our aim has been to inves- 
tigate the state of affairs prior to the secur- 
ing of water, and subsequent to the secur- 
ing of water, and to compare this with the 
final outcome. No special attention has, 
therefore, been paid to the construction 
period. It may, however, be pointed out 
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in passing that our studies show a marked 
improvement in the affairs of the district 
from the time that the first appreciable 
effects of the turning on of water were ex- 
perienced. For instance, we find that many 
owners of land in the pre-irrigation periods 
sold out during the demand for lands after 
water became available, and have lived in 
town ever since on the interest of moneys 
thus obtained. 


The status of defaleation was materially 
reduced both in numbers and amounts with 
the advancement of plans for irrigation. 


Brief Description 
of the Pre-Irrigation Period 


To fully realize what irrigation has done 
to the Modesto district, one should first at- 
tempt a mental picture of conditions prior 
to the formation of the district. Similar 
conditions are still to be found in various 
California sections where irrigation water 
cannot or has not as yet been developed. 


An extensive strip of country devoted 
solely to grain growing presents a rather 
monotonous succession of treeless and vine- 
less fields, sometimes undulating although 
usually level, separated at intervals with 
barbed wire fences. 


Isolated groups of farm buildings— 
usually consisting of a dwelling, extra large 
barn, a few out buildings, windmill and 
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tank tower, occur at intervals of one to 
two miles apart. Situated in treeless 
stretches, seldom adorned with any 
landscape effects, and often blameless of 
paint or repairs, frequently eared for by a 
tenant farmer, they are not especially in- 
viting nor homelike. The holdings of 
necessity are large and social intercourse 
7s somewhat restricted. The family keep 
rather much to themselves—extra help 
when it is needed, being recruited from a 
class of labor which is best satisfied if left 
to itself. Brown fields kept bare for one 
and sometimes two summers (to free the 
land of weeds and to store the rainfall of 
one or two additional seasons to insure 
sufficient moisture when a grain crop 1s 
finally planted, this being the so-called 
‘summer fallow’? method), alternate with 
the planted fields. The latter, green in 
winter and early spring, golden brown in 
early summer, dark and dusty in late sum- 
mer, renovated and mellowed by the fall 
rains, plowed in November and December 
for the fallow to follow, fanned by the hot 
dust raising winds of the dry season, of 
the frosty drafts of the cold period, now 
and then blanketed with thick land fog, 
again luxuriating in the sunny, bright, 
cheerful days of spring and early summer, 
unfold a kaleidoscopic change of scene as 
the year rolls round, some pleasant, some 
disagreeable, all—after one gets over the 
novelty of it—rather monotonous. 
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In the days before irrigation was an ac- 
complished factor, Modesto, the only size- 
able town in the district, was a typical town 
of the grain growing country. Its general 
appearance reflected the declining pros- 
perity of the country upon which a strictly 
agricultural town must rely for its exist- 
ence—rough, unpaved streets—muddy in 
winter and dusty in summer, its stores a 
collection of mostly one-story unpainted 
rickety frame buildings, its water supply 
from private wells, its sewerage nil, its 
lighting system coal oil lamps, its popula- 
tion but a few hundred people, its resources 
two banks with combined wealth of about 
$1,000,000, one school of two hundred and 
fifty pupils, two so-called hotels, four 
churches, three general and one hardware 
store, three blacksmith shops, one flour 
mill, one weekly newspaper, two butcher 
shops, five grain warehouses, four livery 
stables, and sixteen saloons. 


Brief Description 
of the Post-Irrigation Period 


Farming, it is said, is a ‘‘mode of life.’’ 
If this is so, then the real test of a farming 
section is to be found in the home building 
of its people. Applying this test, as a 
preliminary, to the Modesto district, one 
soon finds full justification for all the time, 
thought, energy, and money spent in its 


[17 | 


Town 
Reflects 
Declining 
Prosperity 


Irrigation 
Brings 

New “Mode 
of Life” 





water development. For the outstanding 
feature, which first strikes the investi- 
gator, is that the district is essentially a 
home district. Pretty bungalows and tidy 
dwellings, lawns, vine covered porches, 
roses and old-fashioned flowers, shade 
trees, and well-kept grounds are strong 
testimonials that a home-loving people are 
settling in the community. This is perhaps 
the first and most outstanding feature. The 
Maas Sriall small size of the holdings bring the houses 
Farms Father close together, and a drive in any 
Replace direction in the most fully settled sections 
Few Large unfolds a succession of pretty homes and 
nes a general spirit of contentment. Modesto 
has for its slogan, ‘‘Water, Wealth, Con- 
tentment, Health.’’ Perhaps these words 
posted at the depot where all comers may 
read may have a psychologic effect on the 
community, but we are inclined to believe 
that the slogan is an outcome of conditions 
rather than conditions the result of the 

neatly turned phrase. 


Diversified In a community of varied interests, the 
Agricultural drawing of a mental picture rests largely 
ife with the individual. Certain features strike 

one observer more forcibly than do others; 

the next observer has his attention caught 

by something entirely different. To the 

one to whom irrigation is a new thing, the 
appearance of the land prepared or being 

prepared for irrigation, with the attendant 

canals, ditches, submerged siphons under 

the roads, level checks, and scraped up 
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borders will make a marked impression. 
The next visitor, not used to the wide 
divergence in farming practices, will have 
his attention caught by the ever varying 
types of agriculture represented. Special- 
ized farming vies with diversified, intensive 
and extensive. That this is so may be bet- 
ter understood when one realizes that the 
district is still far from its maximum de- 
velopment, a conservative estimate placing 
its present status at less than ONE-HALF 
of its ultimate possibilities if present 
method of organization continues. So one 
finds an intermingling of farms and of in- 
dustries to a major extent of peach, fig, 
prune, grape and olive, some oat, barley 
and wheat for grain and hay production, 
field crops of alfalfa, Egyptian corn (a 
non-saccharine sorghum), beans, rice, peas 
and melon, dairying to a marked extent, 
hog production, commercial poultry and 
eggs, honey production, some truck and a 
small miscellaneous group. 


The kinds, types, and numbers of farm 
buildings attract notice. They are mostly 
substantial, some perhaps of a temporary 
nature pending a period of greater pros- 
perity—numerous, well-built and homelike. 


Today it would be hard to find a more 
prosperous, bustling, progressive town 
than Modesto. Its population has in- 
creased nearly ten-fold, its streets are 
paved, its business blocks two and three 
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stories in height, built of durable brick, 
concrete and stone, its resources four gram- 
mar schools, a high school with six hun- 
dred pupils, a departmental school, a mod- 
ern public library, five banks that show 
total combined deposits of $9,131,244.00, 
and whose total resources are $12,591,477. 
This probably represents but a part of the 
total wealth of the community as nearness 
to the banking centers of San Francisco 
is bound to exert its influence in causing 
large deposits to be made in that city. 
Numerous large mercantile and industrial 
establishments, garages, small specialties 
businesses, two daily newspapers, a com- 
plete municipal water system, sewerage 
system, and full electric light and power 
equipment. 


Modesto is essentially a ‘‘home’’ town. 
Civic pride is reflected in its flowers, its 
street trees, its parks, its school system. 
Home pride shows in its neat, well kept, 
and ofttimes, pretentious homes. 


To-Day 


Constructive work still goes on in de- 
veloping the Modesto district. As the dis- 
trict is settled up and farming operations 
increase in intensity, need is evident for an 
even greater supply of water. A shortage 
was felt during the past year as a result of 
three consecutive years of scanty rainfall 
in the valley and light snowfall in the moun- 
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tains, so that the Tuolumne River, in com- 
mon with other streams of the state, had 
rather unusual demands upon it. Plans 
now under way provide for a new bond 
issue of $2,000,000 to be used for the pur- 
pose of augmenting the water supply. If 
the election carries, and this seems almost 
certain, the district will voluntarily assume 
a bonded indebtedness of $4,214,121 or 
$52.50 total per acre. (The election has 
carried.) ‘To meet the added charges, cer- 
tain of the less advanced portions of the 
district will be reorganized, and the exist- 
ing production of grain decreased. 


Irrigation in the Modesto district has, 
therefore, been the agency which has trans- 
formed a vast, rather tiresome stretch of 
grain fields, broken at only infrequent in- 
tervals with semi-occasional roads, un- 
adorned farmsteads, and precise fences; a 
country producing only hay and grain into 
pleasant communities of homes, trees and 
green fields, peopled with home-building 
farmers, devoted to the production of a 
wide variety of farm products. 


= Ee 


In the section immediately following are 
compilations showing in detail the change 
~-a fundamental change~-wrought in the 
Modesto District by the application of 
irrigation. It is not a repetition but a 
confirmation of the above summary of a 
remarkable experience in 
agricultural development. 


Summary 
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IRRIGATION has brought about a 
4). striking contrast in the condition 
xi and appearance of the _ section. 
oe ae | Higures show this rather more 
yseee| pointedly than description, and in 
the following pages an attempt is 
made to compare conditions of the pre- 
with those of the post-irrigation periods. 





Change in Number and Size 


of Farms 


In the pre-irrigation period there were 
but 81 farms, averaging in size about 1,000 
acres. ‘he same area now supports 2,025 
farms, averaging in size about 40 acres. 
And it is interesting to note that the 
district is far from fully developed. An 
estimate of the degree of intensity of oper- 
ations places the district as being some- 
where between one-third and one-half de- 
veloped, while common opinion is to the 
effect that farm specializing in certain 
lines, as fruit, poultry, and dairying, and 
operating with family labor, can to ad- 
vantage be reduced in area from the pres- 
ent average. 


Change in Population 


Closely correlated with multiplying the 
number of farms because of the develop- 
ment of water, is the resulting increase in 
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population. The district is primarily and 
essentially agricultural. There are no in- 
dependent industries of mining, manufac- 
turing, or commerce. The towns are 
entirely dependent on the surrounding 
country, and their prosperity is directly 
proportional to that of the district. There 
is only one town of real importance—the 
town of Modesto—although small settle- 
ments are scattered here and there through- 
out the district—as Salida, Clauston, 
Butler’s Corners and Tuolumne City. In 
the pre-irrigation period, we find the aver- 
age farm family consisted of six persons, 
and the population of the countryside to be 
between 1,000 and 1,500. For the decade the 
town of Modesto averaged about 2,200, al- 
though toward the last of the period, be- 
cause of slack business conditions, the 
population fell off somewhat. 


In general, the total population has risen 
steadily and substantially from a pre- 
irrigation total of 3,500, until toward the 
close of the period we find a rural popula- 
tion estimated at 10,000 and the town of 
Modesto with a figure of 14,000, making a 
total of 24,000. And this, in the face of an 
average family now averaging but four as 
against six in pre-irrigation times. In 
discussing population increases, it is im- 
portant to note that the town of Modesto 
enjoys certain industries made possible 
only by irrigation, in that they draw on the 
rural section for their raw materials, the 
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production of which has been made possi- 
ble solely because water was developed for 
use in growing the basic crops. These in- 
dustries, to which reference will again be 
made, give employment to an average pay- 
roll of 1,230 people, all of whom make 
their homes in Modesto and materially 
affect the population figures of this town. 


Change in Land Values 


The effect of irrigation upon land values 
is especially outstanding. In the pre-irri- 
gation period the land in the district, not 
including buildings or other improvements, 
had a market value of $2,410,000, or around 
$30.00 per acre. During the post-irrigation 
period, the average price for the same land 
ranged close to $250.00 per acre for the 
entire district (not excluding 16,000 acres 
still undeveloped), the values ranging from 
$100.00 on the one hand for lands as not yet 
developed, to $800.00 per acre, and in some 
instances even more, for lands in fruit, or 
highly developed in specialized lines of 
farming. This gives a total valuation (ex- 
cluding improvements) to the district of 
$20,000,000. 


Change in Value of Farm Equipment 


Naturally the number of farms has re- 
sulted in a substantial increase in the value 
of the equipment and improvements. In 


| 26 | 


the pre-irrigation decade figures for the 
more outstanding items amount to: 


Buildings, fences and other structures. .$445,500 


NIGGEV Es HOWOE> oi 5c se ee hacesn Seite s Sree 243,000 
Implements, machinery, wagons and 
Rpt GLLOMIOOUE 5 cos fark, Sean 'w nista tte ae 269,325 
DIOR ES warn eie st Oe Ue wale ada ad $957,825 
For the post-irrigation period, the totals 
are: Average 
for 5-year 
; Period 
Buildings and other structures...... $6,075,000 
BEGG ASO WED. fa wo) dicks Bust Ge dss Wa none & 3,031,600 
Ba ORES bos as re eras her ere cpa tie ators 3,442,500 
Implements, machinery, wagons, and 
PISO) METICONIS  c:1c 6. $55 < 35,08 hoe od 0 Mas 2,523,250 
TH satiate yeh Cos Wales is b-30 oO OD 


Change in Production of Wealth 


Since irrigation water is applied for the 
specific purpose of producing crops which, 
in turn, are sold as primary products, or 
fed and sold as stock or stock products to 
increase farm income; the effect of the de- 
veloping water upon the incomes of the dis- 
trict is of first importance. In the pre- 
irrigation days the average annual value 
of farm products amounted to about: 


Ree er te eats ae tee tke Care ce EINE $336,000 
ERP aS ee ASS ee ee eee a ee 230,000 
ENTER ORS raec kato ake nals tars ehadS ane es 12,000 

Oe eS Ae ce dae ete ce es bo ee $578,000 


‘Hogs and dairy cows kept for family use, and a few 
minor products, as rye, too small in value to include. 
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Annual 
Gross 
Income 
$578,000 
Against 
$8,785,000 








Gross 
Income Is 
Four ‘Times 


Bonded Debt 


For the post-irrigation period the aver- 
age annual gross value of the farm prod- 
ucts amounted to about $8,785,000, the re- 
turn being made up in order of importance 
from (1st) dairy products, (2d) field crops 
as beans, rice, hay, Egyptian corn, (3d) 
barley, wheat, and oats, (4th) fruits, (5th) 
poultry, (6th) cattle, sheep, and calves, 
(7th) hogs, (8th) honey, (9th) garden 
truck. (It will be noted that these figures 
are of years before present abnormally 
high prices. ) 


The value of the gross annual revenue 
therefore is at the rate of four times the 
present bonded debt. 


Change of Gross Profits 


The real test of whether irrigation pays 
or not is to be found in the ability of the 
farmers to declare a profit upon their 
operations, or to accumulate a reserve for 
use in making improvements or in dis- 
charging obligations promptly and cheer- 
fully. How this has worked out in the 
Modesto area was a matter of special study. 
This may be found by deducting from the 
gross income sums to cover costs of opera- 
tion which include items of payment for 
labor other than that of the operator, in 
plowing, planting, and hauling off seed, 
contract cost of harvest, horse feed, sacks, 
warehouse and selling expense. 
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In the pre-irrigation period, the annual 
operating costs amounted to $227,000. De- 
ducted from the gross receipts, $578,000, 
there remained available as profits, to meet 
various financial obligations, for family 
‘diving, to replace equipment, or to institute 
improvements, the sum of $236,911. 
Figured in the same way for the post-irri- 
gation period, the operating expenses 
amount to close to one-half of the gross 
income, or $4,392,500 which, deducted from 
the average gross income, $8,785,000, leaves 
available for other uses $4,392,500. 


Change in Tax Rate 


The average state and county tax rate 
for the pre-irrigation district was from 
$1.25 to $1.50 per $100.00, and property was 
assessed at about 50 per cent. This means 
a tax income for the farming community 
of about $25,000.00. 

The post-irrigation period carries an in- 
crease in the state and county tax rate to 
$2.40 per $100.00, with property assessed 
at about 50 per cent of its market value and 
a tax income of the district in an amount 
close to $400,000, which has materially 
aided in civic improvement and local ad- 
ministration. T’o cover the expense of con- 
structing, maintaining, and operating the 
irrigation system, assessments are made 
each year in accordance with law computed 
on operation, construction, maintenance, 
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Net Income 
Almost 
Ten Times 


Greater 


Taxation 
igher 
but Less 


Burdensome 








City Bears 
Large Share 
of Taxes 

an 
Assessments 


Many New 
Industries 
Made 
Possible 


betterments, replacements, interest on 
bonded debt, and retirement of bonds fall- 
ing due. The rate is assessed as a flat 
charge against each acre (or lot) in the 
district. The average rate is about $4.00 
annually per acre. There are today 3,500 
assessment payers; 2,025 of these are in 
the rural districts, the balance in the town 
of Modesto. 


The City of Modesto, containing 1,700 
acres, bears its share of assessments, and 
pays about 23 per cent of the entire tax of 
the district. Valuation is on the basis of 
town lots in leu of acreages. 


Increase in Allied Industries 


Because of a change in the amount and 
character of the agricultural output of the 
district resulting from the transition to 
irrigation, farming industries, depending 
for their existence on the farm output, have 
established a base in the town of Modesto, 
such plants as— 


Borden Condensed Milk Co. 

Pratt-Lowe Preserving Co. 

Modesto Creamery. 

Valley Ice Plant. 

Cement Pipe Mfg. Co. 

Modesto Milling Co. 

Carpenter Cheese Co. (in Salida). 

The combined investment is about 

$1,250,000—a sum directly traceable to the 
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development of water. The value of new 
buildings put up in 1919 figures $1,096,995 
—an increase of nearly 900 per cent over 
average building during the war years 
1914-15-16-17. 


Change in Defaulting 


Whereas in the pre-irrigation period 
more than 60 per cent of all holdings car- 
ried mortgages, of which 25 per cent were 
subsequently foreclosed, in the post-irriga- 
tion period for an average of the last ten 
years but two mortgages per year have 
been foreclosed. Sales of land by trustees 
in deeds of trust are not publicly recorded 
for the years 1915-1919, but private ab- 
stract records show that annually for this 
period the figure stands at about four per 
year. 


Today about 40 per cent of the holdings 
are mortgaged at from 40 to 60 per cent of 
their value. It is the custom to sell land 
on a cash payment down and to have a local 
bank carry a mortgage for the balance. In 
this connection it is interesting to note that 
recently many owners of property have 
liquidated their indebtedness; that many 
other mortgagees carry substantial bank 
balanees while still others have negotiated 
larger loans for the purpose of assisting 
them in the acquisition of more land. 

Three local banks extensively engaged 
in loaning money to farmers report that 
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Mortgage 
Defaulting 
Almost 
Unknown 


Indebtedness 
Paid Off 





they have not had an occasion in ten years 
to foreclose a mortgage or sell encumbered 
farm property under trust deeds. 


Summary of the Modesto District 


For the purposes of ready reference, the 
various data are here condensed into tabu- 


lar form: 

















Conditions Conditions 
1890-1900 1910-1920 
Pre- Post- 

Item— Irrigation Irrigation 

PiNMHeP) OF STAVES Hy 504s... et. 81 2,025 

Average size of farms, acres.... 1,000 40 

Fopuinti0n f Oral. ecks.0 sds ou 1,300 10,000 

Town of Modesto... 2,200 14,000 

Rie cole bn bc dtaca ks ¢ale 5.2 3,500 24,000 

Land values per acre average. . $30 $250 

TOR as PEC ie BOE car nig Soak Re es $2,410,000 $20,000,000 
Value of improvements and 

CGUIOMION GT eh adcee ocak on as 966,735 15,572,350 

Total value of farm property .$3,376,735 $35,572,350 
Average annual gross value of 

THERM UNDO sa aiy tices ag tens Os $578,000 $8,785,000 

Operating cost to produce....... 227,000 4,392,500 
Available for profits, family liv- 
ing, replacement of equipment, 

obligations, or instituting im- __ sce tks cial 

PIGVOMCHES) 25. shPan'st os aes $351,000 $4,392,500 


Private Pumping Plants 


There are about twelve or fifteen pump- 
ing plants in the entire district covering 
in all less than 400 acres, the largest acre- 
age under private irrigation being about 
100 acres. ‘The average holding under 
private pumping plant is about 25 acres. 
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The Turlock District - 
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Adjoins the Modesto Irrigation 
District on the south, being sepa~ 
rated from it by the 


Tuolumne River. 





Brief Description of the 


District 


HE Turlock District, contiguous to 
the Modesto District, and separ- 
ated from it on the north by only 
the middle of the Tuolumne River, 
parallels Modesto in the history of 
its development. Similarly it en- 
joys the same advantages of situation as 
does Modesto. 





History § Because of its extensive area the Tur- 

Parallels Jock District is spread out in two coun- 

Modesto ties, Southern Stanislaus and Northern 
Merced. The District comprises 176,200 
acres, mostly lying in a body measuring 18 
miles at its greatest width and 23 miles at 
its greatest length, plus a tail or strip of 
territory one-half to a mile in width ex- 
tending in an easterly direction for a dis- 
tance of about 18 miles along the Tuolumne 
River. Its boundaries are roughly outlined 
by the Tuolumne River in the north, the 
San Joaquin River in the west, the Merced 
River in the south, and boundaries of sec- 
tions 21-16-9-4-33-28-21-16-9-4-34-22-13 and 
10, Townships 4, 5 and 6, Range 11 East, 
M. D. B. & M. 

Certain 


In general the topography varies from 

Rice Fiect level to rolling, with certain areas too 
Irrigation ough for economical preparation for irri- 
Level gation under existing conditions. The area 
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is made up of nine soil types technically 
known as: 
Fresno sandy loam. 
Fresno sandy loam (brown phase). 
Madera and San Joaquin sandy loam, 
undifferentiated. 
Oakley and Fresno sands, undifferen- 
tiated. 
Fresno fine sandy loam. 
Fresno fine sandy loam (brown phase). 
San Joaquin sandy loam. 
Hanford loam. 
Fresno loam. 


Freed of technical terms, this means an 
intermingling of soil types most of which 
are of a sandy nature, easily worked, fairly 
fertile, rapidly and thoroughly irrigated; 
soils in which crops mature quickly and 
evenly. From soils which may be termed 
‘excellent’? from an agricultural stand- 
point, the grades run down until certain 
types, because of the presence of stiff 
tenacious layers, hardpan or alkali, possess 
only a minimum of agricultural value. 


An estimate of the soils represented by 
this classification gives: 
Acreage Percentage 





SUR ORUOT Ew cs NF dias 6 ae ebhcs 95,700 OO 
RRMA ee se, Sh ie ae eho e, 45,100 25 
ee ne eh Sc es ek eS 25,270 14 
Poor (mostly because of alkali) 10,130 6 

POA teens Se is tee es 176,200 100 


Farming 
Classification 








One Large 
own, 


Five Small 


nes 


First 
Irrigation 


in 1901 


55 18 Assess~ 


ment Payers 
in District 


The district is solely agricultural. It 
possesses one large town—Turlock—cover- 
ing 600 acres and credited with a popula- 
tion of 5,000, while small settlements of a 
few hundred people are scattered through 
the district. Typical are the hamlets of 
Keyes, Ceres, Denair, Hickman, and 
Hughson. 


Brief History of the District 


Turlock voted for a district. in 1887, 
overcame its troubles of financing and liti- 
gation, and got sufficient construction under 
way so that water was first available in 
1901, 3,700 acres being irrigated. Three 
years later, 20,000 acres were under irriga- 
tion, while today, January, 1920, 101,419 
acres are actually irrigated or about 57 per 
cent of the entire area, by means of 249 
miles of canals and laterals and 1,000 miles 
of community ditches and sublaterals. Of 
the 176,200 acres 16,000 are taken up by 
roads, canals, laterals, highways, district 
buildings, etc., leaving 160,200 susceptible 
of being irrigated. Construction is well 
done. Ninety per cent of the flume cross- 
ings are of concrete, many ditches are 
cement lined to reduce losses in transit, 
and 5734 miles of drainage canals have 
been put in. 


As an outcome of the district bonding 
itself, there are now 5,018 assessment pay- 
ers of which 1,518 are in the Town of Tur- 
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lock, paying assessments for the irrigation 
improvements amounting to $3.19 per acre 
per year for an average of ten years, with 
a rate of $3.40 per acre in 1919. In 1919, 
total assessments brought in $410,906.73, 
while, with the beginning of 1920 the total 
bonded indebtedness amounts to $2,662,000. 
Present plans designed to increase the 
bonded debt to an amount of $4,108,000 
(recommendation of the State Bonding 
Commission, January 12, 1920) for the con- 
struction of the Don Pedro Reservoir in 
connection with the Modesto District, if 
favorably passed will increase the total per 
acre indebtedness to: (This has been 
passed. ) 


Total Per acre 
Present bonded indebtedness. $2,662,000 $15.10 
Proposed bonded indebtedness 4,108,000 23.39 


Pat se et fe aie $6,770,000 $38.49 


Changes Wrought by Irrigation 


The Turlock District is a second example 
of the extensive and almost unbelievable 
changes in its agriculture, population, farm 
output, and town prosperity, due to the 
putting on of water, the first example hav- 
ing been already chronicled under the 
Modesto District account. If anything, 
Turlock possesses a larger proportion of 
poorer soil types, especially blowy sands, 
so that the transition is perhaps more 
striking. 
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Striking 
Changes 
Than in 


Modesto 








Turlo ck 


Becomes 


a City 


As in treating the Modesto District, three 
periods may be considered for the Turlock 
District, these being: 

(a) The pre-irrigation period. 
(b) The construction period. 
(c) The post-irrigation period. 

The initial resort to irrigation, the evolu- 
tion, and the final result follow almost 
exactly the Modesto transition with some 
difference in types of agriculture and the 
various figures. The history, as outlined 
for Modesto, will also suffice for Turlock. 
As for Modesto, for purposes of compari- 
son, the pre-irrigation period 1s averaged 
over the years 1890 to 1900, inclusive, and 
the post-irrigation period for the years 
from 1914 to 1920. 


The Town of Turlock has changed from 
its pre-irrigation status of a heterogeneous 
collection of ramshackle buildings consist- 
ing of one general store, one small grocery 
store, one so-called hotel, two blacksmith 
shops, five saloons, and one district school 
with an enrollment averaging about 40 
pupils; sandy streets, dusty in summer 
and muddy in winter, and a general lack 
of civic pride, to a rapidly growing, 
flourishing town of pleasant homes, durable 
business houses, paved and shaded streets, 
and all that goes to show the pride and 
thrift of a people in their community. To- 
day, in addition to the assets listed else- 
where, the town possesses ten churches, a 
high school (465 students now enrolled), 
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two grammar schools (1021 pupils), two 
banks, ten mercantile concerns, two hotels, 
and two theatres. 


All the banks in the district have been 
organized since 1905, and have resources 
as follows: 


First National of Turlock...........$1,530,000 
Commercial Bank of Turlock (allied 
Wit Parse: NAGIONG! ) cies yo. ceecewtsss 713,000 
Hilmar Branch, First National...... 194,000 
Denair Branch, First National...... 100,000 
People’s State Bank of Turlock...... 654,306 
Savings Department, People’s State 
WARE OE OE UPIOCI Ss 5. cee eee ee a 324,714 
ERA Or FAURUSON oo iran dg kes Sale de 425,000 
RvR tid, TOR 2 oy Siacie.s. 5 ab Gs bake ee Bs 410,000 
Total Lor eight Dakss. «2 << 660445 $4..351,020 


Change in Agriculture 


Prior to the coming of irrigation to the 
Turlock District, grain growing of barley, 
wheat and some rye had been persisted in 
for several years although decreasing 
yields were forcing farmers out. In fact, 
the farmed acreage had become reduced 
to only about 25 per cent of the available 
acreage, ylelds amounting to but eight 
sacks of wheat and ten sacks of barley on 
land planted once in two years. 


Irrigation water to the Turlock region 
has meant: (1st) a rehabilitation of its 
agriculture; (2d) an extension of the 
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farmed area of the pre-irrigation days, and 
(3d) a remarkable increase in the variety 
of crops grown, so that for the post-irriga- 
tion period the list covers alfalfa, beans, 
cantaloupes, casabas, water melons, non- 
saccharine sorghums, garden truck, toma- 
toes, sweet potatoes, barley, wheat, oats; 
dairy products; some hogs; honey; decid- 
uous fruits of peaches, figs, apricots; ber- 
ries; poultry and poultry products; wine, 
table, and raisin grapes. 
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What W ater Has Done 


HU eee eee 


to the 


TURLOCK DISTRICT 


A 


A comparison in detail of 
the Pre-Irrigation Period 
and the 
Post-Irrigation 


Period. 





4000 Farms 
Instead 
of 140 


950 Rural 


Population 
Increases to 


15,000 





Change in Number and Average 
Size of Holdings 


NDER the dry farming methods of 
‘| the pre-irrigation period there 
struggled for existence a total of 
140 ranches of an average of 1,250 
acres. 

With the on-coming of irrigation 
water, the district now supports 4,000 
farms having an average size of close to 
40 acres. 





Change in Population 


Rurat Districts: In the pre-irrigation 
period, the rural population was about 800 
which, following irrigation and the possi- 
bilities of intensive farming to support in- 
creased numbers, has jumped to 10,000. 


Town or Turtock: The population of 
Turlock shows an increase, conservatively 
estimated, at from 150 of pre-irrigation 
times to 5,000 for post-irrigation period. 


Totats: The totals stand: 
Population of pre-irrigation decade, 990 
Population of post-irrigation period, 15,000 


and this in view of a drop from an esti- 
mated figure of five persons rural family 
of the earlier period to four of the present 
day. 


| 42 | 





Change in Land Values 


Market values of the land for pre-irriga- 
tion times, averaged but $25.00 per acre, 
thus giving the district a total gross value 
of land without equipment of $4,403,000. 

Market values of the land for the post- 
irrigation period where water was avail- 
able for growing crops commanded an 
average per acre figure of $200.00, while 
lands, not under ditch but enjoying the 
added prosperity of the section and thus 
indirectly benefiting from the development 
of water, are now worth about $100.00 per 
acre, thus giving the district a conservative 
total of— 


Bd OLR el cists a's is eee a Meds 176,200 
FREAEOr DISLPICh, RCS. 5 «.5.< 64,0 oie pare kcdunie 16,000 
PEGG BOR TAPE ose dean os apes sa Cid 160,200 


Irrigated, 101,419 acres at $200.00. .$20,283,;800 
Not as yet irrigated, 58,781 acres at 
SCHR te hae Nan SS tl Aki Se eet oes 5,878,100 


MiGidh he conte ceato $36,161,900 


*Appraised by California State Bond Commission at 
$30,000,000. 


Change in Equipment 


Equipment needs and values for both 
pre-irrigation and post-irrigation times 
duplicate the figures given for Modesto on 
a per farm value, for buildings and imple- 
ments, but are reduced somewhat for stock. 
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Totals amount to, approximately, as fol- 
lows: 
Pre-irrigation Post-irrigation 
Decade P 


Buildings and _ other 





BITOCLUECS 2. kee - sx $770,000 $12,000,000 
Motive power .........- 420,000 3,800,000 
Livestock (only for 

TAMIY WEE) Hos 8 oss a 0 2,163,000 
Implements and ma- 

GUMIOE a ce Oeics ace 466,200 4,084,000 

LOCH: Spc bcs $1,656,200 $22,047,000 


Change'in Production of Wealth 


An estimate of the annual gross value of 
farm products for the pre-irrigation decade 
gives returns to the farmers of the district 
of not to exceed $345,000, which certainly 
is not a good showing for 176,200 acres. 

The average annual value of the 5-year 
post-irrigation area figures about $9,000,- 
100, of which, in order of importance are— 


(1st) Field erops—beans, corn, sweet 
potatoes, barley, wheat, oats, and 
alfalfa hay. 


(2d) Cantaloupes and other melons. 
(8d) Fruit. 

(4th) Dairy products. 

(5th) Poultry and poultry products. 
(6th) Miscellaneous. 
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Change in Gross Profits 


Of the $345,000 gross returns obtained on 
an average for the pre-irrigation decade 
between $115,000 and $172,500, was re- 
quired for operating expenses, of seed, 
sacks, extra labor, taxes, and similar cost 
details of, or about, $143,000. This left an 
average balance of $202,000 for profit, 
family living, replacement of equipment, 
discharge of obligations, and institution of 
improvements. Suffice to say, the sum 
was not enough, as shown by the failure of 
the farming operations. 

Averaged for the post-irrigation period, 
the cost of production required about one- 
half of the gross income, or $4,500,000, 
leaving an equal sum available for other 
uses. 


In discussing the Modesto District, note 
was made of the fact that almost $1,000,000 
had been collected by assessment for addi- 
tional construction and improvements 
which added directly to the security back 
of the district’s bonds. Turlock has done 
the same, expending a total of $1,151,027.50. 


The total amounts of interest paid on 
Turlock bonds during the same period was 
$2,218,122.31. In other words, if the dis- 
trict had not done this additional construc- 
tion work it could have paid half again as 
much interest without feeling it, or it could 
have retired about 40% of its outstanding 
bonds. 
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Net Income 
Increases from 
$202,000 to 
$4,500,000 


Construction 
ut of 

Direct 

Assessment 


Farmers 


Could 
Stand Higher 
Charges 





The figures are as follows, and the almost 
continual i increase in this item is worthy of 
especial note: 


Sone ae i 6 $7,153.82 
Dqeee nee ra! eee 2 9 238 .35 

PR ore ano erate. a) ol Gr acacnce oul Re eee 

Ponte ae foue Ae ee eG 13,657 .42 

DOG rate Stee she te kee 165.26 

Me he eto cists pata-e nce eee pe orecenetaine 

POMS 2 Ses oes aie eS ot atte 7,150.84 

BICOL es AP she ee aS 4,236.94 

POO. Sachs 3 Pike ebae iis ox 593 .35 

POT ed aac oe 33,877 .54 

iE ene 58.541 .20 

Re a ete aes aa 79,709 .07 

TE apatite a canes skies BA 153,123 .93 

Age ee oe 103,244.87 

5 OA ee A et ee 106,077 .04 

POETS Pe Se 80,253.08 

POBR COS OD. 8S ieee ale Cee 200,841.76 

ORO M Coe to... a ere seer 293,163.03 

Goal tev ae £1 151,027.50 

Farmers This means that for every dollar of 


Contribute money which the district raised by bonds— 
90c to by borrowing, in other words—it has in- 


Hey ee vested 50c of its own money in addition. 
orrowed Tt. irrigation plant represents a capital in- 
veatment of about $3,800,000 of which it 

has borrowed only about 7 O%. 
Responsible This is the mark of a responsible debtor, 


Debtors the desire and ability to tax himself be- 
yond his immediate needs and thereby to 
add to his creditors’ security. That these 
irrigation districts are responsible debtors 
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is reflected in the high regard in which in- 
vestors hold irrigation district bonds. 


It should be borne in mind also, and is 
repeated here to avoid confusion, that the 
value of the irrigation system is the small- 
est item of the security back of the bonds. 

The value of the land itself and all of 
its improvements, details of which are set 
out in other pages of this record, are 
immensely greater than the cost of the 
irrigation system, and in this land and its 
improvements and the irrigation system 
the bonds use a lien prior even to first 
mortgages. 


Another remarkable item, both as show- 
ing the soundness of the districts and the 
financial ability of the debtors, is the fact 
that over 20% of the bond issues of the two 
districts are owned within the districts. 
In other words, these farmers have, by the 
very fact of their increased prosperity 
under irrigation, been able to buy upward 
of $1,000,000 worth of their own obliga- 
tions, and have been so well satisfied of the 
worth of those bonds that they have no 
hesitation in putting their money into them. 


Increase of Allied Industries 


The effect of irrigation upon the agri- 
culture of the Turlock District and the re- 
sulting change from dwindling grain crops 
to the conducting of a varied number of 


Per 


Immense 


Security 


One-fifth 
of Bonds 
Owned 
at Home 


Allied 
Industries 


Created 








Mortgage 
Foreclosures 
ominal 


enterprises has brought with it an augmen- 
tation of industries which depend for their 
existence on a continuous and sufficient 
supply of raw farm products. Thus the 
new town of Turlock shows increased busi- 
ness activities directly dependent upon 
farming, having an investment of $550,000 
giving annual employment to the equiva- 
lent of 300 people, while the total payroll 
runs to about $200,000. Such businesses 
include: 


G. W. Hume Company (large can- 
nery). 

Hunt-Jewett-Bonz Co. (cured sweet 
potato factory). 

Turlock Merchants and Growers, Inc., 
as the name implies, is a mutual co- 
operative marketing, financing, and 
storing concern, run principally in 
the interest of the farmers. 

California Peach Growers Association 
—a branch packing house, while 
shipping facilities are maintained 
by many other concerns dealing in 
the product of the district. 


Change in Defaulting 


In the pre-irrigation decade fully one- 
half of the ranches were mortgaged, of 
which 25 per cent had to be foreclosed. In 
the post-irrigation period, the number 
stood at 3714 per cent of the district at a 
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prevailing rate of 7 per cent. Foreclosures 
in this period for the past ten years have 
averaged four per year, and sales under 
trust deeds eight per year, notwithstand- 
ing the great increase in population of the 
present period, 1.e., 4,000 farms against 140. 


Miscellaneous 


The second unit of the California Land 
Settlement Board has been selected from 
the land in this district, 8,000 acres having 
been purchased close to Delhi on the South- 
ern Pacific Railroad and Denair on the 
Santa Fe Railway. 
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Summary of the Turlock District 


Data condensed for purpose of 


ready reference. 





Pre- Post- 
Irrigation Irrigation 
Period Period 
ITEM— 1890-1900 1915-1919 
Number of farms..... 140 4,000 
Average size of farms, 
ROTOR Srcpacwiae 8 a kip 1,250 40) 
Population: 
HE, late sco ek est 800 10,000 
Town of Turlock.... 150 5,000 
DBTAN 5.74 50S = 950 15,000 
Land values, average 
eV RCL Piss oes se $ 25 $ 200 
For district total..... 4,403,000 26,061,900 
Value of improvements 
and equipment ..... 1,656,200 22,047,000 
Total value of farm 
DEODRLLY coo sass ot ate $6,059,200 $48,108,900 


Average annual gross 
value of farm output $345,000 $9,000,100 


Cost of production.... 148,000 4,500,000 


Available for family 

living, depreciation, 

profits, discharge of 

obligations, and re- 

placement and institu- 

tion of improvements $202,000 $4,500,000 
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Fundamentals of Success 


There were early failures in attempting 
the formation or the financing or the de- 
veloping or the carrying out of irrigation 
districts. Modesto and Turlock are two 
of the successes. A study of their history 
emphasizes the importance in any district 
of: 

(a) A topography which can be eco- 
nomically put in shape for the conveyance 
and distribution of irrigation water. 

(b) A sufficient water supply, economi- 
cally developed and all lands to be leveled. 

(c) Lands of a character adapted to irri- 
gation farming. This usually means a 
change to intensive from extensive opera- 
tions and the production of a variety of 
crops, stock, and stock products. 

(d) A fair initial land value. 

(e) An augmentation of the supply of 
farmers for the district. 

({) A knowledge on the part of the pro- 
ducers of irrigation farming methods. 

(g) Development of markets and means 
of marketing the products from irrigation 
farming. 

(h) Intelligent, economical, and experi- 
enced handling of the details of construc- 
tion and subsequent operations of the water 
system. 

And last but not least: 

(1) A market for the bonds or other 
financial backing to insure completion of 
the work. 
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Full realization of the prosperity, pro- 
eressiveness and possibilities of both the 
Modesto and Turlock Irrigation Districts 
cannot be gained short of a personal trip 
through the many communities that go to 
make up the area. Photographs and writ- 
ten description are entirely inadequate for 
portraying the real situation. A day spent 
touring these districts unfolds a succes- 
sion of real homes, a vista of fields, vine- 
yards, and orchards, and an intermingling 
of dairy, hog, and poultry farming. 

Verily, it is a country of ‘‘ Water, 
Wealth, Contentment, Health.’’ 


Legal Ashects 


FUVUUUUOVOOLVUOGEEAGUUUOUUOE = ——UUUUUUUuvaninneetaiaeacvevueenatuceaua 


of 


California I rrigation District 


Bonds 








Misconceptions 
to be 
Corrected 


Taxing 
Power 


Is Basic 


Feature 


California 
Irrigation 
Bonds Have 
ax ing 

Power 


Back of 
Them 





IN the reported discussion relative 
to Irrigation District bonds at the 
recently held Investment Bankers 
of America convention at St. Louis, 
statements were made which would 
indicate that certain speakers have 
an almost total misconception of the char- 
acteristics of these bonds, at least as far 
as the California districts are concerned. 
Many statements made were So funda- 
mentally incorrect as to call for a clear 
reply. 


Really a Municipal Bond 


Montgomery Rollins defines a municipal 
bond as, ‘‘Any legally authorized bond 
issued by village, township, city, county, 
state or any territorial subdivision of the 
same, the payment of which must be accom- 
plished through the collection of taxes 
assessed upon the property embraced in 
the division or subdivision issuing the 
bond.’”’ 


Both principal and interest of California 
irrigation district bonds are paid by taxes 
levied against all real property within the 
district upon an ad valorem basis under 
the sovereign power of taxation inherent 
in the State of California. These taxes 
are levied and collected by officers of a 
political subdivision of the state, elected 
just as other elective officers are elected. 
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It was stated in the discussion above 
mentioned that the payment of the interest 
and principal of an irrigation bond is pro- 
vided for upon an entirely different basis 
than a municipal bond. There may be, 
speaking with legal technicality, some truth 
in this-statement, but as a practical matter 
the statement is absolutely incorrect. In 
both ‘eases an annual ad valorem tax is 
levied by the public officers of a political 
subdivision of the state, elected by the resi- 
dents therein, upon the property within 
such political subdivision for the payment 
of interest and principal, which tax in both 
cases is payable at a fixed time, and in 
both cases the non-payment is attended 
with substantially the same results—a little 
more severe in the case of irrigation dis- 
tricts than of other municipal bonds. 


If there is any difference it lies in this, 
that for a failure of the officers of a city or 
town to levy necessary taxes, there appears 
to be no remedy except at law, but in an 
irrigation district should the officers fail 
or refuse to perform their duty, automati- 
eally this duty must be performed by offi- 
cers of the county in which the irrigation 
district is located, and these county officers 
are responsible, under their official bond, 
for the faithful performance of such duty. 
Also, should the county officials fail or re- 
fuse, the obligation automatically is im- 
posed upon the Attorney General of the 
state to see that such duty 1s carried out. 
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In other words, the machinery of the 
assessment and collection of taxes in Cali- 
fornia is entirely in favor of the irrigation 
district as against cities and towns. 


Limit of Indebtedness Effective 


The statement was also made that there 
is no debt limit. This is also quite incor- 
rect. The law specifically provides a 
maximum debt limit. In the case of a city 
the law provides that the indebtedness 
shall not exceed a certain percentage of the 
assessed value. Local officers elected by 
those interested and themselves interested 
in the collection and expenditure of the 
money in a city, fix the assessed value and 
levy and collect the taxes. There is no 
independent tribunal to determine whether 
or not they have exceeded their power in 
fixing the assessed value upon which the 
city’s debt limit is based. In the case of a 
California irrigation district the Superin- 
tendent of Banks, Attorney General and 
State Engineer are charged with the duty, 
not only of investigating thoroughly the 
security behind proposed bonds to be 
issued, and determining the value thereof 
in order to see that the indebtedness does 
not exceed the limit prescribed by law, 
but it is their duty to refuse to certify to 
the bonds if in their opinion such bonds 
do exceed the limit imposed by law. Like- 
wise it is Ulegal for a district, any of whose 
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bonds have been certified by the state, to 
issue more bonds unless they too receive 
state approval, as legal for investment by 
savings banks, ete. 


Machinery of Taxation Similar 


to Cities 


The criticism that the collection of prin- 
cipal and interest is in hands of officers 
who are among the consumers and who 
therefore might be unwilling to enforce 
the law, is again far from a fair statement. 
As stated above, not only are the irrigation 
district officers in exactly the same position 
as officers of a city, but in the case of an 
irrigation district the neglect or refusal of 
any officer in the district to hold office 
would not in the slightest degree affect or 
interfere with the levy and collection of 
the assessment. Every man in the irriga- 
tion district might be opposed to the collec- 
tion of taxes and might refuse to hold office, 
but the machinery of the county would be 
obliged, under the law, to step in and levy 
the assessment and collect the taxes due 
regardless of the feelings or attitude of 
the people in the district. The county off- 
cials are responsible under their official 
bonds for the faithful performance of this 
duty exactly the same as other county 
duties. The law further recites that the 
State Attorney General must order the 


— 
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court to issue a writ of mandate compel- 
ling this action by county officials should 
they for any reason fail to perform their 
duty. No such drastic machinery has been 
provided for the payment of taxes by Cali- 
fornia cities. There are cases where other 
political subdivisions have escaped taxa- 
tion by the refusal of individuals to hold 
office, but this has never happened and can- 
not happen in a California irrigation dis- 
trict. 


Security Better Than Where 
Assessments A gamnst Benefits 


There also appeared to be in the mind of 
the critic who made this speech some 
obscure impression of unfavorable com- 
parison of these bonds with those issued 
by political subdivisions in which assess- 
ments are levied against benefits, for the 
reason that the improvements in question, 
some way or another, added to the security 
of the bonds. Again, a very important fea- 
ture of the securities of an irrigation dis- 
trict was lost sight of. The proceeds of 
state-approved California irrigation dis- 
trict bonds can be used only, with some 
very limited exceptions, to secure property 
or to make water improvements. Such 
property and such improvements has a 
separate and distinct value entirely apart 
from the value of the land within the dis- 
trict boundaries. These expenditures of 


[ 58 | 


ee ala 
y 


money can only be made with the consent 
and approval of the State Irrigation Dis- 
trict Bond Commission, consisting of the 
Attorney General, State Engineer, and 
Superintendent of Banks, and as a matter 
of actual practice the money received from 
the sale of bonds goes entirely into the 
construction and acquisition of water 
rights, reservoirs, canals, and other prop- 
erty which itself, and apart from the land 
values, is worth all or more than the entire 
amount of the bond issue. Consequently, 
the actual security for these bonds is the 
actual value of the farming land within 
the district boundaries, plus the value of 
the property for which the proceeds of the 
bonds are expended. 


Not Comparable with Industrials 


This same critic whose assertions are re- 
sponsible for this letter has no great hesi- 
tancy in purchasing industrial securities 
whose security is mainly the property ac- 
quired by the proceeds of the bonds or 
stock, as the case may be, and yet is ap- 
parently worried because in addition to 
such property acquired from the proceeds 
of security sales, irrigation district bond 
holders enjoy the security of the richest 
and most attractive agricultural land in all 
California. Any attempt to compare these 
irrigation district bonds with public utility 
bonds demonstrates a primary misconcep- 
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tion of the entire irrigation district act and 
its machinery. As in the case of industrial 
securities, the public utility bond fre- 
quently has for its security merely the 
property acquired by the expenditure of 
the money realized from security sales, 
while validated California irrigation dis- 
trict bonds have all that and much more in 
addition. 


Security 1s Fundamental 


As a matter of fact, under our excellent 
laws, a California irrigation district bond 
issued under the supervision and control of 
the State Irrigation Bond Commission, as 
far as the actual safety of principal and 
interest is concerned, is just as certain of 
payment as any other California municipal 
security. 


There are today upwards of $25,000,000 
of these bonds, issued under the famous 
Wright Act of 1897, outstanding in Cali- 
fornia, which have been purchased mainly 
by local savings banks, insurance com- 
panies, trustees, executors, and guardians. 
There has never been a default or loss of 
a dollar in either principal or interest to 
any holder of these bonds. It is a well- 
known fact that no class of bonds are more 
popular among informed investors in Cali- 
fornia today than these state-approved 
irrigation district bonds, which are as com- 
pletely exempt from Federal Income Tax 
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as First Liberty Loan 314s and Federal 
Land Bank bonds. Incidentally, the Fed- 
eral Land Bank is lending money against 
California land located in irrigation dis- 
tricts and these mortgages are junior to 
the lien of the irrigation district bonds. 


While no investment or legal machinery 
is absolutely perfect, it is very doubtful if 
any system could be devised which would 
prove more workable under which substan- 
tially better protection would be afforded 
to investors than is now given under the 
California irrigation district act to holders 
of such state-approved bonds. 


L. L. Dennett in Bond Buyer. 
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ARM land is the basis of all wealth 
and business activity. What secu- 
rity would there be in munici- 
palities, railroads, or manufactures 
were farm lands to fail to produce? 





Water is as essential an element 
as air in making farm land productive and 
there is no substitute for it. In California 
and other western states moisture is pro- 
vided artificially during the summer 
months, when there is practically no rain- 
fall, by the employment, through the prac- 
tice of irrigation, of the abundant supply of 
water in mountain-fed streams and from 
subterranean sources. This utilization is 
brought about through the construction of 
diversion dams, storage dams, reservoirs, 
wells, canals, and distributary systems. 


Over thirty years ago (in 1887) the 
California legislature passed a law pre- 
scribing the creation of political subdivi- 
sions of the state to be mediums through 
which water could be provided for crop- 
erowing purposes. These political sub- 
divisions, known as Irrigation Districts, 
are now a well-established institution in 
California, Oregon, Washington, and other 
western states. In California alone, more 
than 1,000,000 acres, supporting directly 
more than 100,000 people, are permanently 
improved by water systems which are 
being successfully operated by Irrigation 
Districts. 
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A California Irrigation District is or- 
ganized under the jurisdiction of a county, 
the procedure resembling that followed in 
the case of a school district. After organ- 
ization has been effected the affairs of a 
district are administered by a board of 
directors, assessor, tax collector, and treas- 
urer. Like a county, city, and school dis- 
trict, an Irrigation District has two sources 
from which to derive funds with which to 
meet its operating and construction ex- 
penses, namely, the application of the sov- 
ereign power conferred upon it by law to 
tax all land within its boundaries and the 
power to borrow money by issuing bonds. 


The principal of California Irrigation 
District bonds (retired in serial install- 
ments) and the interest thereon are pay- 
able (at the office of the Treasurer of the 
district) with funds derived from the col- 
lection of a tax which is levied annually on 
all land in the district. Until paid the tax 
is a lien on the land ranking ahead of first 
mortgages. Even though a property owner 
may not directly use the water, he is taxed 
at the same rate as one who does; just as 
a school district tax is levied uniformly on 
all property owners and not simply on 
those whose children may attend school. 


The equalized assessed value of real 
estate, and not the amount of water used, 
is the basis on which the property owner is 
taxed. As the prosperity of the entire 
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population of the district depends, directly 
and indirectly, upon the continuing avail- 
ability of the water, the moral certainty 
that the tax will be paid is excellent. Never- 
theless, a severe penalty is prescribed for 
allowing the tax to become delinquent, viz. : 
the sale of the property at auction, as in the 
case of a county, city, or school district. 


The obligation to pay a tax levied by an 
Irrigation District is just as positive as the 
obligation to pay a tax levied by a county, 
city, or school district. Said obligation 
does not depend upon the date of comple- 
tion of the irrigation system, the amount 
of water used by a taxpayer, or any other 
condition; any more than the obligation to 
pay a county, city, or school district tax de- 
pends upon the date of completion or the 
use a taxpayer makes of a highway system, 
a domestic water supply, or a school house. 


In the case of California Irrigation Dis- 
tricts, the assessment roll is prepared and 
equalized by Irrigation District officials 
who likewise attend to levying and collect- 
ing the tax. The values shown on the 
assessment roll are for the land alone. In- 
provements (buildings, trees, vines, etc.) 
and personal property, which are assessed 
by counties, cities, and school districts, are 
not assessed by California Irrigation Dis- 
tricts. Therefore, the assessed valuation 
does not indicate the real values which are 
‘“nledged’’ to ‘‘secure’’ the payment of an 
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Irrigation District bond issue. Further- 
more, the assessed valuation does not in- 
clude the value of the irrigation system, 
which is generally equal to the total bonded 
debt. 

Upon being approved by the State Irri- 
gation District Bond Commission (consist- 
ing of the State Superintendent of Banks, 
State Engineer, and Attorney General), 
bonds issued by an Irrigation District be- 
come a legal investment for California sav- 
ings banks, trust companies, trust funds, 
and insurance companies; and legally ac- 
ceptable as security for state, county, and 
city funds in California banks. The bonded 
indebtedness of a district which has been 
validated by the above commission is 
legally limited to 60 per cent of the market 
value of the bare land (exclusive of all im- 
provements) and the irrigation system. 


California Irrigation District bonds are 
exempt from the personal property tax in 
California. The income derived from such 
bonds either by an individual or a corpora- 
tion is entirely exempt from the Federal 
Income Tax, no declaration of ownership 
being required when coupons are collected. 
The status of said bonds in the above re- 
spect is identical with that of the state, 
county, city, and school district bonds. 


While it is true that there has not been 
any default or delay in the payment of in- 
terest or principal by any California Irri- 
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gation District which has issued bonds 
under the amended Irrigation Act of 1897, 
Irrigation District bonds, in common with 
all other forms of investments, should be 
selected with intelligent discrimination. 
The safety of such bonds depends far more 
upon the tax-paying ability of the prop- 
erty owners than upon legislation which 
prescribes the tax-paying obligation. Said 
tax-paying ability in turn depends upon 
such char: acteristics as (1) location, (2) 
natural advantages, (3) soil, (4) drainage 
conditions, (5) state of cultivation, (6) 
population, (7) nature of crops, (8) suffi- 
ciency and source of water supply, (9) type 
and condition of irrigation system, (10) 
present and future cost of water per acre 
per annum, and (11) future bond issuing 
necessities—financial requirements. 

If the above essential physical features 
of an Irrigation District are favorable, its 
bonds should constitute a desirable invest- 
ment: because their stability is unlikely to 
be diminished by economic, political, or 
commercial changes. 


They are the medium through which a 
community becomes the owner of a system 
to furnish a productive necessity at cost. 
Their character is fundamentally strong. 


In Conclusion 


NVESTMENT is a serious busi- 
ness. Hivery investor, whether he 
be a banker with funds running 
into the millions or an individual 
with savings of $1,000, wants per- 
fect security for his money and as 
high a rate of interest as is consistent with 
safety. 


‘“The Marvel of Irrigation’’ has actu- 
ally created in the past quarter of a cen- 
tury a type of municipal bond which has 
taken its place alongside the best city and 
school district bonds. 


Irrigation Districts as administered 
under California Laws, and the laws of 
those states which have followed Califor- 
nia, have made a record as perfect debtors. 


More than a hundred districts have been 
functioning, some of them for upward of 
380 years without a single instance of de- 
fault or delay in the payment of principal 
or interest. This is not mere good fortune, 
it is because these bonds have back of them 
the taxing power of the commonwealth in 
the same degree as has every municipal 
bond. 


Turlock and Modesto are two out of a 
hundred or more districts. These two have 
had time to demonstrate the basic sound- 
ness of irrigation district finance and man- 
agement to a further degree than some 
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other districts; but otherwise Turlock and 
Modesto are neither remarkable nor un- 
usual. 

What is happening in those two districts 
is happening in other districts. Wealth 
and values are being created up to many 
times the amount of the irrigation debts 
which make this prosperity possible. 

In conclusion, we emphasize one remark- 
able feature of Irrigation District bonds. 
This type of bond is the only one that has 
the best features of both municipal and 
industrial bonds. 

The best feature of an industrial bond is 
that the borrowed money becomes a part of 
the industry’s productive capital. ‘I'he in- 
vestor feels that his money is being used to 
make more money. That, in the long run, 
is his security. 

That is not true of a ‘‘municipal.’’ Only 
in a very general sense can it be said that 
money loaned to a city or county or school 
district goes to increase the productive 
capacity of the municipality or to create 
new wealth. The investor does not rely 
upon that for his security. He relies on the 
taxing power of the community to pay him 
without regard to the community’s 
prosperity. 

The Irrigation District Bond unites 
these two strong features. The installation 
of an irrigation system is a capital invest- 
ment such as an industry might make—and 
results directly in the creation and addi- 
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tion of new wealth to the security back of 
the debt. At the same time by reason of 
its having back of it the taxing power, the 
Irrigation Bond has all the further secu- 
rity of a ‘‘municipal.’’ 
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